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On the evening of Feb. 28, the Brazilian government and its principal commercial bank creditors
announced the conclusion of a provisional agreement, which includes $5.8 in new loans to help
cover interest payments due in 1987 through June 30, 1989. Next, Brasilia agreed to make an interest
payment of around $700 million this week, its interest payments due in January and February 1988
up to date. Although officially, the government has insisted that its agreement is not linked to any
accord with the International Monetary Fund, foreign bankers say an accord with the Fund will be
concluded before the medium-term financing package with the banks is finalized. Brazilian officials
said the government aimed to complete both agreements by June. The agreement announced in
New York also disclosed the spread Brazil would pay above the London interbank offered rate.
Although Brazilian officials had indicated they hoped to improve on the rate being paid by Mexico
and Argentina, they agreed to pay the same spread of 13/16 of 1%. At the same time, Brazil agreed
to pay an "early participation fee" of up to 3/8 of 1% as a way of encouraging creditor banks to
join the new package. The announcement was released by Brazilian central bank head Fernando
Milliet, and Citibank chairman, William Rhodes, who heads the bank advisory committee for
Brazil. The spread is to be applied to the new loans as well as pending debt to be refinanced. Milliet
said the government has plans to make new interest payments in 1988, as long as the negotiations
on medium-term financing progress. In Brasilia, Finance Minister Mailson Ferreira da Nobrega
announced the official end of the moratorium, in effect since February 1987. Da Nobrega has said
that Brazil must reduce the public deficit from six to four percent of GDP, reduce inflation from
the present 1,000% to 250%, and increase the trade surplus to $12 billion. (Basic data from AP, AFP,
02/28/88; New York Times, 02/29/88)
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